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destroying the bad trusts. The chapter on "Socialism" is moderate 
in tone, but not of a character to carry conviction. 

While Mr. Hawley's work does not appear, to the reviewer at least, 
to have produced theoretical results of a high degree of value , it is none 
the less worthy of careful study as an honest and resolute attempt to 
contribute to the solution of problems that are admittedly among the 
most important in economics. Mr. Castberg's book, on the other 
hand, presents to the reader only one problem : why such a book 
should have been written at all. It deals for the most part with the 
perfectly obvious, and it does this in an exceptionally unilluminating 
way. The author's point of view is similar to that of the late Mercan- 
tilists or early Physiocrats. According to him, the "true producers" 
are the owners of land and of other sources of production, chiefly 
natural. Laborers, bankers, merchants, transportation companies, are 
"assistants" of the producers. The rate of interest is treated as a 
function of the supply of gold. The persons employed by industry 
dependent on protection are treated as a net addition to the popula- 
tion. The book contains a tolerably accurate description of the opera- 
tions of banking, exchange, etc., but every student of economics has 
access to clearer and more adequate treatises on these subjects. 

Alvin S. Johnson. 
University of Texas. 

Money and Credit Instruments in their Relation to General 
Prices. By E. W. Kemmerer. Cornell Studies in History and 
Political Science. Volume I. New York, Henry Holt and Com- 
pany, 1907. — vii, xi, 160 pp. 

Some Chapters on Money. By F. M. TAYLOR. Ann Arbor, 
George Wahr, 1906. — 316 pp. 

Professor Kemmerer has performed two distinct services. In the 
first place, he has given the so-called quantity theory such a clear and 
explicit statement that critics cannot be forgiven if they assume that it 
ignores the influence of credit upon prices; and, in the second place, 
for the benefit of those who can be convinced only by facts, he has 
most patiently and intelligently worked out an inductive corroboration 
of the theory. 

The author divides his essay into two " books," of which the first is 
an elementary discussion of the theory of money and credit, and the 
second a statistical inquiry into price fluctuations from 1879 to 1904. 
Book I, which contains eighty-eight pages, might quite well have been 
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condensed by the elimination of controversial matter. Since his essay 
appeals only to advanced students, a brief statement of his theory of 
money and credit would have been sufficient to make intelligible the 
equation he seeks to establish inductively in Book II. This is the 
equation : 

p ^M R + CR, 

NE + N c E e 

P 5 stands for the average price of all commodities sold for money or 
credit; M, for money; R, for the number of times money is turned 
over; C, for credit instruments; R c , for the number of times C turns 
over; N, for the number of commodities exchanged for money; E, 
for the number of times they are exchanged; N e , for the number of 
commodities exchanged for credit; and E , for the number of times 
they are exchanged. In plain English, we have here the statement 
that price is the quotient obtained by dividing the volume of money 
and credit by the volume of exchanges. 

In Book II Professor Kemmerer endeavors to estimate the relative 
changes which took place during the period under examination in the 
various factors which determine price. The amount of money in cir- 
culation he takes to be the mean of the circulation at the beginning 
and at the end of each year, bank reserves being excluded. Basing 
his calculations on the investigation made by Kinley under the auspices 
of the comptroller of the currency, he accepts 75 per cent as the pro- 
portion ot business transactions performed by means of credit instru- 
ments, and assumes that the total of checks deposited in banks 
represents a rough approximation to the check circulation. He finds 
that the annual rate of monetary turn-over was 47, i. e., that each 
dollar was exchanged on the average 47 times each year. Thus he 
gets approximate estimates of M R and C R c . On account of the 
influence which confidence has upon the use of credit, he makes an 
attempt to secure figures which will show the fluctuations of business 
confidence. For this purpose he has recourse to the market value of 
sales on the New York stock exchange, the prices of twenty- eight 
leading stocks, the rate of interest on call loans, and the number of 
commercial failures. Combining these factors, he gets an index num- 
ber which gives a rough idea of changes in business confidence , the 
reciprocal of which shows business distrust. He arrives at N E by the 
construction of an index number based on changes in population, 
ocean tonnage, exports and imports, post-office revenues, railroad 
tonnage and earnings, the consumption of pig iron, coal, wheat, corn, 
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cotton, wool and wines and liquors, and the market values of sales on 
the New York stock exchange. His index number of prices is made 
up from several standard tables weighted 3 per cent for wages, 8 per 
cent for the price of stocks, and 89 per cent for wholesale commodities. 

Having arrived at a numerical statement for all of the factors of the 
price equation, Professor Kemmerer proceeds to test the assumptions 
underlying his theory of money and prices. Having assumed that in 
ordinary times, i. e., "under static conditions of business confidence," 
there must be a certain correspondence between bank reserves, money 
supply and check circulation, he constructs a chart showing fluctuations 
in money circulation and bank reserves. The result is gratifying, for 
the two lines show a proper degree of correspondence, the only period 
of marked divergence being during the period after the panic of 1893, 
when reserves increased because of the decline in business confidence. 
The author fails to note that after 1897 the bank reserves increased at 
a slightly faster pace than the money circulation ; but this fact is quite 
in harmony with his theory, for it indicates that as business confidence 
grew a larger proportion of exchanges was mediated by credit. A 
second chart pictures a remarkably close correspondence between 
business distrust and the ratio of bank reserves to check circulation. 
This chart certainly seems to justify the author's claim that it "sub- 
stantiates the contention of Book I, to the effect that the ratio of check 
circulation to bank reserves is a function of business confidence." 
Thus we get a statistical confirmation of a fact of common observation, 
to wit, that in good and confident times bank clearings are relatively 
large and reserves relatively small. 

Finally, Professor Kemmerer gives us a chart in which the course of 
general prices is compared with the course of the "relative circula- 
tion." The reviewer agrees with the author that " one could hardly 
expect a more closely parallel movement of two complex economic 
factors functioning together than that shown by this chart " ; but he 
regrets that the process of which the line indicating ' ' relative circula- 
tion " is the product is not explained in greater detail. This line un- 
doubtedly represents the second member of the author's price equation ; 
but it is by no means obvious how it was obtained by the combination 
of his several index figures. It is also to be regretted that the line of 
" general prices" halts at 1901. If that line had been extended to 
1904, its upward movement would doubtless have more nearly cor- 
responded than it does with the increase of relative circulation after 1897. 

Professor Kemmerer has done a good piece of work. His statistics 
may be inadequate and his index figures hypothetical, but he has given 
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concrete expression to the real quantity theory, or demand and supply 
theory, of money, and has indicated very clearly the only method 
whereby its opponents can discredit it by an appeal to facts. 

Professor Taylor is an advocate of what may be called the up-to-date 
quantity theory of money. His book, which is " printed for the use of 
students in the University of Michigan," states the argument with 
lucidity and is often happy and forceful in its illustrations. A very 
commendable feature is the long list of problems at the end of each 
chapter. These indicate very clearly that Professor Taylor knows how 
to make his students do some thinking on their own account. 

In the development of his subject Professor Taylor adopts a unique 
method. After the manner of a geometrician he lays down principles 
or theorems and proceeds with their demonstration, drawing numerous 
corollaries. This method is of doubtful value, except possibly to 
advanced students with a taste for mathematics. To beginners the 
subject of money is made clear by exposition rather than by demonstra- 
tion. Very few of Professor Taylor's theorems will be fully compre- 
hended by the student until he has mastered the whole subject. To 
beginners, therefore, unless they have the aid of a competent teacher, 
the book is likely to prove confusing. In the author's promised book 
on money and banking, it is to be hoped that he will expound rather 
than demonstrate. 

Professor Taylor is excessively fond of classifications and subdivisions. 
He begins with a sound definition of money, namely, that it is some- 
thing generally and habitually employed as a medium of exchange, 
and then announces that throughout his book he will use the word in 
its popular sense, making it include all forms of currency, although 
recognizing the fact that all of these except one are credit or repre- 
sentative money. Then he plunges us into the following classification 
of moneys : (a) principal or standard ; (b) subordinate or inferior ; 
(c) quasi-standard; (d) circulation moneys. The two most important 
functions of standard money are " systemic," i. <?., they are concerned 
with keeping the whole monetary system in good working order. 
These functions are (1) maintaining inferior moneys at par and (2) 
maintaining standard money in its place. Keeping standard money in 
its place means, we find, keeping it from being exported by the exces- 
sive issue of inferior moneys. From one point of view there are two 
kinds of standard moneys, the proximate or immediate standard and 
the ultimate standard. Sometimes standard money is referred to as 
money of ultimate redemption, sometimes as real money, and often as 
principal money. These terms generally represent distinctions worth 
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noting; but their employment frequently produces sentences which 
must greatly disturb a reader not thoroughly familiar with the sense in 
which they are used. For example, we read : 

Another characteristic of standard money, which seems distinguishable 
from that already brought out, is this, that it is the only money which 
embodies the ultimate standard, if any one does this, or it is the only money 
which is kept in immediate connection with the ultimate standard, if that 
standard is quite outside the moneys themselves, not being embodied in 
any of them. Standard money embodies the ultimate standard in a system 
such as ours, wherein it is a full-weight metallic money, having not only 
the same money value as the standard, but also the same bullion value 
[page 53]. 

As a further result of the author's passion for subdivision, we find 
moneys divided into hoards and effective stock. The effective stock 
is divided into circulation proper and reserves. There are four sub- 
divisions of the circulation proper and six of the reserves , as follows : 
(i) required reserves of banks; (2) ultimate banking reserve; (3) 
surplus reserve; (4) bank-note reserve; (5) subsidiary coin reserve; 
(6) ultimate gold reserve in the United States Treasury. The last 
three of these are called " systemic reserves," their purpose being to 
maintain the monetary system. Granting that the author is correct in 
his principles of classification and subdivision, it is to be feared, never- 
theless, that his bias in favor of such analysis will make his book diffi- 
cult reading for all but his own students. 

In the chapter on the value of money Professor Taylor is not always 
consistent with his own line of reasoning. Yielding again to his pas- 
sion for classification, he declares that changes in the value of money 
may be either apparent or real, the former being due to causes con- 
nected with goods, the latter to causes connected with money. He 
then argues that changes in the price-level due to causes connected 
with goods, such as reduction of costs, cannot have any hurtful effect. 
He fails to note, however, that lowered costs will lead to a lower price- 
level only when more goods are produced and sold, the supply of money 
not having been increased ; and that under such circumstances the 
prices of commodities other than those whose costs have been lowered 
will decline. On page 187 he says : 

Not a few great inventions affect the cost of many different products. 
Steam power in factories, steam transportation, cheap processes for mak- 
ing steel, and so on, all of these influence many industries. It is therefore 
quite natural to expect, from such inventions, changes of value so great, 
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and in so many articles, that the average of prices will be lowered. Such 
a fall in the average of prices will of course be an apparent rise in money. 
But, as in the preceding case, this apparent rise in money will be only a 
relative, not an absolute, change. The cause of the change is not in 
money but in goods. We value money no more, but goods less. 

Surely prices would fall, under the circumstances here assumed, be- 
cause of an increased demand for money, for more goods would be 
offered in exchange for money. Money would possess a higher value 
simply because the demand for it had increased, and no good reason 
appears for saying that such an increase in money would be apparent 
and not real. 

Professor Taylor also declares that changes in the value of money 
due to fluctuations in business confidence are relative rather than 
absolute, for the causes are outside of money. According to his use of 
the terms relative and absolute, no change in the value of money can 
be real or absolute unless it is due to an increase or decrease in the 
supply of money. He does not clearly analyze the demand for money, 
and he fails to recognize the fact that the value of money is dependent 
quite as much upon demand as upon supply. In this respect he ap- 
pears to be inconsistent, not fully perceiving the significance of a 
theorem which he correctly expounds on page 212, namely: "The 
value of money in any country or group of countries having the same 
standard, tends to vary directly as the need for it, i. <?., as the money 
work to be done." Perhaps the confusion on this point grows out of 
the author's tendency to use the word value in the subjective sense. 

Professor Taylor is not altogether clear in his chapter treating of the 
international movements of gold. On page 117 he implies that, " the 
withdrawal of European capital from the United States after 1890 
played a very considerable part in explaining the large net export of 
gold which characterized those years." Yet on page 136 he correctly 
says that the coinage of silver dollars and the use of treasury notes 
between 1870 and 1893 must in itself have tended to cause an outflow 
of gold. Gold exports, by the way, the author classifies into industrial 
and systemic, and the latter he divides into physiological and patho- 
logical. 

In spite of its many excellent features, Professor Taylor's book can- 
not be highly recommended for the use of college students because an 
undue amount of space is devoted to unimportant theoretical considera- 
tions. References are here and there made to the monetary experi- 
ences of different countries, but these are not numerous enough to 
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satisfy the experienced teacher, and unfortunately some of the state- 
ments of fact are inaccurate. For example, the author's statement, on 
page 191, that Indian prices before 1873 rose and fell with the fluctu- 
ations of the gold price of silver, is entirely incorrect. Statistical 
inquiry has shown that Indian prices advanced very little during the 
period from 1873 to 1893, when the gold price of silver was cut in two. 
Again, we should be glad to have the author's authority for the state- 
ment, on page 192, that during our Civil War " every seller of goods 
hastened to change his prices so as to keep pace with the changes ' ' in 
the greenback price of gold. 

This book possesses the great merit of originality both in thought 
and in method. Furthermore, on many of its pages the style is easy 
and lucid. Its defects are superficial, being mainly matters of arrange- 
ment, classification and definition. 

Joseph French Johnson. 

New York University. 

Wage Earners' Budgets. By LOUISE BOLARD MORE. With 
a Preface by Franklin H. Giddings. Greenwich House Series of 
Social Studies, Number 1. New York, Henry Holt and Company, 
1907. — 280 pp. 

The peculiar value of this book, in comparison with other studies of 
budgets and cost of living, is the intensive and personal character of 
the investigation and its restriction to a definite area in a great city. 
Only 200 New York families, within an area of perhaps one square 
mile, are studied; whereas 25,440 families throughout the United 
States were included in the Department of Labor investigation, 11,560 
families at York, England, in Rowntree's Poverty, and the entire 
population of London in Charles Booth's Life and Labor of the People. 

Naturally we look first to the chapter, " Comparison with Other In- 
vestigations," and are surprised to find the statement that the averages 
and percentages of the Department of Labor investigation, " drawn 
from a very large number of cases studied in a very general way, corre- 
spond very closely to the result of a smaller number of cases very care- 
fully and intimately observed " (page 257). 

This statement, while true in general, is misleading in at least one 
important particular, that of rent. It involves one of the many fallacies 
of averages. The comparative table on page 262 shows that rent in 
New York is 19.4 per cent of the expenditures, while in the United 
States it is 18.12 per cent. The correspondence is indeed close and 



